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the mortgage and assignment of a de-
faulted mortgage, shall be applicable 
only to a mortgage covering a property 
having not more than four dwelling 
units. 

§ 220.253 Substitute mortgagors. 
(a) Selling mortgagor. The mortgagee 

may effect the release of a mortgagor 
from personal liability on the mort-
gage note only if it obtains the Com-
missioner’s approval of a substitute 
mortgagor, as provided by this section. 

(b) Purchasing mortgagor. (1) The 
Commissioner may approve a sub-
stitute mortgagor with respect to any 
mortgage insured under subpart A of 
this part, if the substitute mortgagor 
is to occupy the dwelling as a principal 
residence or a secondary residence (as 
these terms are defined in § 220.30(d)). 

(2) The Commissioner may approve as 
a substitute mortgagor an eligible non- 
occupant mortgagor (as defined in 
§ 220.30(d)) with respect to any mort-
gage insured under this part, only if 
the outstanding balance of the mort-
gage does not exceed the Commis-
sioner’s estimate of: 

(i) The replacement cost of the prop-
erty as of the date the mortgage was 
originally accepted for insurance, or 
the date the substitute mortgagor is 
approved by the Commissioner, which 
ever is greater, in the case of a dwell-
ing described in § 220.30(a) (1) or (2); or 

(ii) The cost of repair or rehabilita-
tion, plus the Commissioner’s estimate 
of the replacement cost of the property 
as of either the date the mortgage was 
originally accepted for insurance, or 
the date the substitute mortgagor is 
approved by the Commissioner, which-
ever is greater, in the case of a dwell-
ing described in § 220.30(a) (3) or (4). 

(c) Applicability—current mortgagor. 
Paragraph (b) of this section applies to 
the Commissioner’s approval of a sub-
stitute mortgagor, only if the mort-
gage executed by the original mort-
gagor met the conditions of § 203.258(c) 
of this chapter. 

(d) Applicability—earlier mortgagor. 
The occupancy and similar require-
ments set forth in § 203.258(d) of this 
chapter apply to mortgages insured 
under subpart A of this part. 

(e) Mortgagees approved for partici-
pation in the Direct Endorsement pro-

gram under § 203.3 may, subject to limi-
tations established by the Commis-
sioner, themselves approve an appro-
priate substitute mortgagor under this 
section for mortgages which they own 
or service, and need not obtain further 
specific approval from the Commis-
sioner. 

(f) Definition. As used in this section, 
the term substitute mortgagor includes: 
(1) Persons who, upon the release by a 
mortgagee of a previous mortgagor 
from personal liability on the mort-
gage note, assume this liability and 
agree to pay the mortgage debts; and 
(2) persons who purchase without as-
suming liability on the mortgage note, 
or purchase where no release is given 
by the mortgagee to the previous mort-
gagor. 

[55 FR 34808, Aug. 24, 1990, as amended at 57 
FR 58351, Dec. 9, 1992] 

§ 220.275 Method of paying insurance 
benefits. 

If the application for insurance bene-
fits is acceptable to the Commissioner, 
all of the insurance claim shall be paid 
in cash unless the mortgagee files a 
written request with the application 
for payment in debentures. If such a re-
quest is made, all of the claim shall be 
paid by issuing debentures and by mak-
ing a cash payment adjusting any dif-
ferences between the total amount of 
the claim and the amount of the deben-
tures issued. 

INSURED HOME IMPROVEMENT LOANS 

§ 220.350 Cross-reference. 

(a) All of the provisions of §§ 203.440 
through 203.495 of this chapter covering 
insured home improvement loans under 
section 203(k) of the Act shall apply to 
home improvement loans on one-to- 
four family dwellings under section 
220(h) of the Act, except as set out in 
paragraph (b). 

(b) The provisions of §§ 203.473(a) shall 
not be applicable to home improve-
ment loans on one-to-four family 
dwellings under section 220(h) of the 
Act. 

[52 FR 1330, Jan. 13, 1987] 
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